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Re: | - rivate Letter Ruling

Dear Mr. Kelleher:

I am writing in response to your letter dated June 28, 2017 (*Request”) (copy
attached), requesting a private letter ruling (“PLR”) concerning the application of
the Chicago Personal Property Lease Transaction Tax (“Lease Tax”), Chapter 3-
32 of the Municipal Code of Chicago (“Code”), to the fees charged by ||| N

—.

Based on the facts set forth in your Request, along with our subsequent
communications, including our conference call on September 8, 2017, we agree
that the Transaction Fees (as defined in your Request) are not subject to the Lease
Tax. We also agree that the Subscription Fees (as defined in your Request) are
subject to the Lease Tax, at the lower rate provided by Code Section 3-32-
030(B.1).

This PLR is based on the text of the Lease Tax Ordinance as of the date of this
letter and the facts as represented in the Request being true. The opinions
contained herein are expressly intended to constitute written advice that may be
relied upon pursuant to Code Section 3-4-325.

Very truly youys,
D\W A A

ston W. Hanscom
Deputy Corporation Counsel
City of Chicago, Law Department
Revenue Litigation Division
30 N. LaSalle, Suite 1020
Chicago, IL 60602
312-744-9077

Cc:  Joel Flores, Department of Finance
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identified, additional analysis is required to determine the extent of fraud, determine if a claim
can be made against a fulfillment partner or customer,-to make claims for re-payment of
transactions to various card processors and providers, and to calculate losses to report back
to clients and [|li] finance. In addition to fraud costs, the company also bears the cost
of bad debts associated with uncollected accounts. The Transaction Processing Fee is
approximately 3.75 percent.

Customer support services are provided by a team of customer support representatives and
managers based in various locations. Depending on the season and order volumes, there could
be twenty-five to fifty (or more) customer support representatives providing customer support
services. Customer support services include 24/7/365 phone-based order support for
customers who have purchased products from manufacturer and retailer client
websites. Customer support services also include email and text-based order support for
customers. Types of scenarios handled by customer support representatives
include: providing estimated shipping and delivery times for customers, fielding product
questions and directing customers to the best resource online or phone-based for help, and
authorizing returns or exchanges of products. Customer support services are provided in
multiple languages including English, French, Italian, and German.

The Transaction Processing Fee and Payment Processing Fee are deducted from the total
amounts received through the merchant interchange on goods sold via credit card. Thus, the
Company remits to its clients the total charge (order value plus all taxes and shipping/handling
costs) less the Transaction Processing Fee and Payment Processing Fee. All other fees, such
as implementation and subscriptions, are billed separately. When an order is returned, the
Company refunds the Transaction Processing Fee and Payment Processing Fee but retains the
Per Shipment Fee.
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I
I formed a unified omnichannel commerce company, which is now
the parent company of

Requested Ruling
I cspectfully requests that the Department confirm the following:

1. Transactional Fees charged by |} encompass transactional services including
merchant processing, fraud prevention, and customer support services.
performance of such services does not require the lease or rental of personal property.
Rather, the transactional services are pure services. As such, the Transactional Fees
do not represent fees collected in connection with a taxable nonpossessory computer
lease and are therefore not subject to the Chicago PPLT Tax.

2. I co''ects Transactional Fees only for the provision of transactional services
(merchant processing, fraud prevention, and customer support). This means payment
of the Transactional Fees does not give clients a license to access || j j I 5225
platform. In other words, clients receive nothing more than the transactional services
when paying the Transactional Fees. The primary (and only) purpose or true object of
I ransactional Fees is therefore the transactional services. Because the
dominant purpose of the Transactional Fees does not entail a taxable nonpossessory
computer lease, the Transactional Fees are not subject to the Chicago PPLT Tax.
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